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VIA ECFS

Marlene H. Dortch

Secretary

Federal Communications Commission
445 Twelfth Street, S.W.

Washington, DC 20554

REDACTED - FOR PUBLIC INSPECTION

Re: Notification of Oral Ex Parte Presentation
Applications of T-Mobile US, Inc. and Sprint Corporation for Consent to Transfer
Control of Licenses and Authorizations; WT Docket No. 18-197

Dear Ms. Dortch:

Pursuant to Section 1.1206(b) of the Commission’s Rules, 47 C.F.R. § 1.1206(b), notice is
hereby provided of an oral ex parte presentation in the above-referenced docket. On October 31,
2018, representatives of T-Mobile US, Inc. (“T-Mobile”) and Sprint Corporation (“Sprint” and,
collectively, “Applicants”)! met with members of the FCC Transaction Team (a list of FCC
participants is provided in Attachment A) to discuss the Declaration of Mark Israel, Michael
Katz and Bryan Keating submitted with the Applicants’ Joint Opposition.? During the meeting,
Michael Katz, emeritus professor at the University of California, Berkeley, and Bryan Keating of
Compass Lexecon presented the document submitted herewith as Attachment B.

! Those representatives included David Miller and Kathleen Ham of T-Mobile; Vonya McCann of Sprint; Reinhard
Wieck of Deutsche Telekom AG; Michael Senkowski and Nancy Victory of DLA Piper LLP; Daniel Culley of
Cleary Gottlieb Steen & Hamilton LLP; Richard Metzger and Regina Keeney of Lawler, Metzger, Keeney & Logan
LLC; Bradley Lui of Morrison & Foerster LLP; John Flynn of Jenner & Block LLP; Joseph Rancour and Julia York
of Skadden, Arps, Slate, Meagher & Flom LLP; Michael Katz of the Univ. of Calif. at Berkeley; Bryan Keating,
Mark Israel (by phone) and Ka Hei Tse of Compass Lexecon.

2 Declaration of Mark Israel, Michael Katz and Bryan Keating, App. F to Joint Opposition of T-Mobile and Sprint,
WT Docket No. 18-197 (Sept. 17, 2018).
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Drs. Katz and Keating explained that their model determines the critical level of cost-reducing
and quality-enhancing efficiencies required for the merger to be procompetitive under a set of
conservative assumptions and methodologies, accounting for the change in the company’s
incentives from the merger as well as the potential reactions of competitors. They then explained
that the cost reductions that the network engineering model demonstrates clear this threshold in
nearly all cases, including under even more conservative sensitivities. Finally, they discussed
methods of partially valuing the quality enhancements the merger will create and that these
quality enhancements surpass the critical thresholds in all cases. Thus, their model demonstrates
that the merger is pro-competitive even under the conservative approach they have taken.

Drs. Katz and Keating described the model’s structure and the construction of and assumptions
underlying each of the model’s key modules. The discussion of the Market Equilibrium Module
reviewed the nesting structure and model calibration (shares, margins and diversion ratios). Drs.
Katz and Keating explained the sources of data that could be used for diversion ratios and the
pros and cons of those various sources of data.

Drs. Katz and Keating next reviewed how, provided with traffic and network inputs, the Network
Build Model generates projections of network investment and performance that the Economic
Performance Module uses to quantify the network marginal cost savings and quality
improvements that will result from the merger. They described how they considered two
scenarios for New T-Mobile — one in which New T-Mobile maintains the same usage levels and
LTE/5G migration paths as would the standalone companies and another in which New T-
Mobile relaxes restrictions on usage so that average subscriber usage is equal to unconstrained
demand and the migration to 5G handsets is accelerated. The model shows that, in both
scenarios, the merger will substantially lower network marginal costs per subscriber. In other
words, even without taking the service quality improvements into account, the model shows that
the merger would be beneficial to consumers under either demand scenario.

Drs. Katz and Keating then described that the merger is likely to improve various dimensions of
the quality of the 5G service that New T-Mobile will deliver to customers. They reviewed how
they: 1) computed the traffic-weighted average user throughput for each sector (averaging LTE
and 5G network performance) for each of the standalone networks and New T-Mobile; 2) then
used estimates based on the peer-reviewed economic literature (Nevo et al.*) to calibrate a
conservative estimate of the value to consumers of this weighted average throughput at each

3 Aviv Nevo, John L. Turner, and Jonathan W. Williams, “Usage-Based Pricing and Demand for Residential
Broadband,” Econometrica, 84(2): 411-443 (2016).
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sector; and 3) finally weighted the resulting sector-level valuations up to the network level by
using the sector traffic levels as weights. Two approaches were used to derive quality
valuations: applying the parameters from Nevo et al. with no adjustments and adjusting and
rescaling the parameters to better take into account the throughput and usage levels observed in
the Applicants’ data. In both the maintain and relax cases, the merger’s critical efficiencies will
be greater than the critical thresholds, demonstrating that the merger will not result in
competitive harms.

This filing contains information that is “Highly Confidential” pursuant to the Protective Order
filed in WT Docket No. 18-197.* Accordingly, pursuant to the procedures set forth in the
Protective Order, a copy of the filing is being provided to the Secretary’s Office. In addition,
two copies of the Highly Confidential Filing are being delivered to Kathy Harris, Wireless
Telecommunications Bureau. A copy of the Redacted Highly Confidential Filing is being filed
electronically through the Commission’s Electronic Comment Filing System.

Please direct any questions regarding the foregoing to the undersigned.
Respectfully submitted,

DLA Piper LLP (US)
/s/ Nancy Victory

Nancy Victory
Partner

cc: David Lawrence
Kathy Harris
Linda Ray
Kate Matraves
Jim Bird
David Krech
FCC participants listed in Attachment A

4 Applications of T-Mobile US, Inc., and Sprint Corporation for Consent to Assign Licenses, Protective Order, WT
Docket No. 18-197 (June 15, 2018).
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David Lawrence
Charles Mathias
Donald Stockdale
Morasha Younger
David Sibley (via phone)
Catherine Matraves (via phone)
Dana Shaffer

Joel Rabinovitz

Thuy Tran (via phone)
Eugene Kiselev

Sean Sullivan
Nicholas Copeland
Joseph Wyer

Murtaza Nasafi
Weiren Wnag

Aleks Yankelevich
Patrick Sun

Matthew Collins
Katherine LoPiccalo
Paul LaFontaine
Pramesh Jobanputra
Monica Delong

John Henly
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